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$4 BLLICICE MIGH-IGHTSO-WEEK OF 18 MAY - 24 MAY 1948
R S
LuCION Te UM ARY OF FAR B.-.ST TRENDS AND DEVELOP:I: ITS

The Japitese Covermment is considering a plan to exclude Commmnists
faqrs carbtain jublic offices 'wt, in view of possible Soviet retaliations,
1 unlikely . dmplamsnt it tefore the roughly 700,000 Japanese have been
papetriated Jrom Sc riet-controlled arees, or untlil tie USSR indiocates that
ns further repatrictiont will be made (pege 3).

In t&xe Zoatd. Korear. elentions of 10 Vay, neiths.: of the two extreme
».htist groips=-~Rhas Syngman's National Sootety snd the Hankooksw--won &
rgiority, and the balance of power in held tempcrarily by the smaller
rophtist pows, Tho Henkoows have the oapability o7 undermining and
!fnixirg)ﬁhee'r- presaat dominant position in any future politioal orisis
Lone Jle

Chiang Xsi~shek's inability to sentrol the Kuomintang effectively has
haen demonstrs t86 by the serious intrs-party struggls over the naming of a
now premier. This struggle, involving key figures upon whom Chiang has
ralied for yssrs, snars to be a serious challenge to his position of
inacership (pege 41. '

jn Frenc!. Indoahina, Ho Chi Minh is expected to launch a campaign of
propaganda anc terror in response to tho formetion 2" a new French~sponsored
*r eimam Joverrment 'nder Gencral Xuan (page 6).

A Dratoh move ta by-pase the Indonmesian Ttepublis is evident in a "Federal
tor{erence™ teing convened i:. Mtoh-held Java on 27 'my, apparently without
»apublic representasion (pag: 6). As reported in tho CIA Dailly Summary of
2% l'ay, Dutoh resuruzlon of "police aotion” in the awar future is much more
peclable than is a peaceful conolusion of DutcheRepihlioc political agreement,

In the Priliopines, peazeful settlement of the law and order problem has’
teer rendered less likely b the open insistence hy Taruo, Hukbalahap leader,

Vet the fuks have sho right to bear arms (page 7)o
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SECTION Il. DEVELOPMENTS IN SPECIFIED AREAS

GENERAL

Strong opposition to proposed Japanese whaling expedition "pw

The UK, Australia, New Zealand, and Norway have vciced strong oppositiom
to the ocontemplated authorigation by SCAP of a Japanese antarctic whaling
expedition for the 19481949 season. Earlier expeditions, although smaller
than the one now under consideration, had drawn vigorous complaints from
these same powers, If the ourrent expedition, presently favorsd by the
US Department of State as well as by SCAP, is authorigzed over such objections,‘
reperoussions of the controversy may be felt in the discussions now taking
place concurrently in Canberra, where UK and Australian representatives are
deliberating on a joint British Commonwealth policy towerd the future of
Japanese industry.

L

Contentions of the opposing powers, taken together, are: (1) Japanese
partioipation in antarotic whaling is properly a matter of principle which
should be deoided by the Far Eastern Commission; (2) the proposal to enlarge
the expedition would place Jepan in a more advantageous position vis-a-vis
the other whaling nations than it enjoyed before the war; (3) Japan's
whaling record has been one of ruthless disregard of international whale
conservation regulations; (4) Japanese participation would mean that the
oatohes of the parties to the International Thaling Convention would be
diminished beoause no increase in over=all gquota of blue whale oatch is
poasible; (5) Japan's needs for vhale oil can be better provided by the
other notions; and (€) wheling products obtained directly by Japan will
reduce the amount of hard currencies thet could be obtained by the UK and
other whaling nations,

Australian mission headed by MoMahon Ball being sent to Southeast Asia nen

An indiocation of the importance which Australia attachea tc its relations
with Southeast Asia can be seen in the educational and relief mission which
is leaving for that area on 27 May. The mission, headed by William HMcMahon
Ball, includes an' educational and supply officer end a representative of
Australia's Department of External Affairs. Ball, who was formerly Australian
representative on the Allied Control Council for Japan end who resigned
following polioy disegreements with Forsign Hinister Evatt, returns to
governmental service via this mission. The ammjunced purpose of the misslon
is to select 25 students from the Southeast Asie oountries for study at
Australian universitles on Covermment scholarships and to luavestigate the
need for distribution of relief and educational supplies. However, Ball may
also be interested in opening up commercial opportunities for Australia in
the area.
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Japan considers barring Cormunists from public office. Prime Minister f""B':'/‘
ASIT DA revealed on 19 May that the Japanese govermment has under consid- —

eration a plan for excluding Cormunists from public office. "I public
servants engage in activities running counter to the welfare of scciety”,
ASIIIDA said, "they will be controlled rigidly, whether they are Cormun-
ists or not.," .Imasmuch 2s a Constitutional amendment might be required
to eliminate Cormunists from elective offics, a govermmental bar, if it
materializes, would affect only appointive officials and the civil service.
The announcemsnt probably was intended to: (a) threaten the Japanese
Corrmunist Party (J.C.P.), whose activities have gradually increased in
tempg with retribution if the J.C.P. falls to moderate its actious; (v)
act as a trial balloon to obtain US reaction to such a ban; (c¢) test USSR
reaction, the Japanese government being ever mindful of the approximetely -
700,000 unrepatriated Japanese still in Soviet dominated areas. In view
of the repatriation factor it scems improbable that any Japanese govern-
ment will risk a ban on Cormunists in public office before repatriation

is completeds The wave of popular resentment against any Cabinet respon-
sible for the USSR's canceling of repatriation would force the government
to resign. When repatriation is completed or when the Japanese govern~
ment feels the point is reached where the USSR will return no more Japan-
ese, and if the government is permitted to act as a free agent, the out-
lawing of the J.C.Ps. may possibly be expected.

KOREA-

Neither the Hankooks nor Rhes Syngman®s National Sociebty, the two major ( npe
rightist proups, secured a majority in the 10 May elections in South Korea, °
Aithourh so-called "independents" hold & plurailty of seats, e more realis-

tic break~down of the slection results indicates that the Hankooks and the

Rhee machine will have about equal strength with the balance of power held,

at least temporarily, by the smaller political parties. Kim Koo's Korean
Independence Party is the largest of these lesser groups. If Kim, despite

his attendance at the Pyongyang conference, still has authority in his

party, he may be able to utilize to his own advantage the atalemate of

the major groups.

Rhoe, who derives his strength from his extensive political machine,
was expected to win a penerous plurality of seats. However, his present
parity with the Hankooks is dependent on the precarious.support of ambi-
tious. General Lee Chung Chun's Dai Dong Youth Party. lloreover, it is
possible that in their long~standing contest with Rhee for political
supremacy, the wealthy Hankooks have been able to infiltrate and capture
some parts of Rhee®s machine at the lower levela, For’the pressent, howe
ever, the two groups will maintain an unsasy coalition with the Hankooks
supporting Rhee for president. Rhee will attempt To got himself elected
as & "strong" president on the "American" pattern while the Hankooka will
struggle for the adoption of the "French" system with Kim Sung Sco as
premier, Although Rhee may be successful in this initial strugpgle, should
his egocentricity produce an eventual political orisis (esgo frustration
of any future US aid program), the more astute and flexible Hankooks will
have an excellent chance of seizing real control of the govermment jleav-
ing the obdppatecHifer Release2DGis0S/26 PCHYRBRTIE-01332A00bheDD100 Geyance.
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CHINA -

Strugele within Xuomintensg

Chieng Kai-shek's difficulty in forming a new cabinet for China has npAn
revesled a seriocus sirugele within the inner circle of the Kuomintang.
Apparently Chieng no longsr has unchallenged contirol over the Party and his
inebility to POly on-the support ofcertain key Farty leeders from whom he hes
drawn his sirength in the past is a more dangercus threat to Chisng's positiom
then that presented by any liberal opposition under Li Tsung-jen.

The present struggle has stemmed from the Legislative Yuan which is con-
trolled by the conservative CC Clique and must epprove the sppointment and
actions of the new president of the Executive Yuan. The more likely candidates
for the position, Chang Chun, Ho Ying-chin and T. V. Soong, were all reluctant
to aczept the position since they doubted thelr ability %o command a majority
in the legislature. The sppointment of Wong Wen<heo to this pesition, which
was &pproved by a large mejority of the Logislative Yuan on 24 May, vas only
a compromise and has not solved Party differencss. ‘

Wong Wen<hso, ean outstanding Chinese gzeologist, chairman of the ¥ational
Resources Commission and a follower of T, V. Sooag, is considered an &ble and
honest administrator. Despite his asscciation with the Political Science Group,
he has vemained outeide intra=party rivalries, btut with no politicel Zollowing
of his own, he mey be relied on for his loyalty to the Generalissimo rather
then for any independence of sction. His position will be difficult since he
will be subject to pressures from Chiasng on one side and the leglslative Yuan
on the other, :

Current Militery Situatiop in China

iidespread Communist offensives, anticipeied for the month of May, have "A¥
failed to develop end the Chinese military scene during the pest week continued
to be permeated by a general sttitude of expeciancy. Military ectivity wes
confined to the general North China area around Peiping and to the Central
Chine ares northwest and west of Hankow and involved comparatlvely small
nunbers of troops. In the latter area Communist units, reportedly irregulars,
ceptured Lachokou, importent Han River city, looting important stores of food
and materiel. One source describes recent Communist activity in west Honan
a8 a foraging expedition, necessitated by supply shorteges in the Tapiehshan
area. According to this interpretation, the Communist ¢timetable for the
crossing of the Yangtze River has been consequently disrupted.

As yet no broadscale fighting has broken out on ‘the Manchurian front
where the main Communist regular troop strength is as yet uncommitted but is
moving westward to the Chinchou arem. The Communiste in North China have
been harressing gll rallway communications leading out of Peiping, apparently

(sﬁ"
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in preparation for the Manchurien offensive. Communist troops attacked the
western outskirts of Peiping, isolated Kalgan end Chengteh, continue te

threaten Tatung, end, following the capture of linfen, now menace Yen Hel=shan's
stronghold at Telyuan, These actions suggest thet the Communists ars presently
attempting to draw Fu Tso-yl into the mountains on the Hopei=Chahar-Suiynan-=
Shanel border in order to inflict as heavy losses as possiblé upon his troops
vefore bringing the battle into the coastal plalns surrounding Pelping and
Tientsin. These Communist efforts will utilize only a fraction of avallable
Communist troops with the majority being reserved in western Liaoning for
action when the Netionalists begin to move troops to save North China.

Chenge in the Sheptung militery and civil sdmipistration is indiceted by "B”
persistent rumors that the National Government is about %o relieve Weng Yao=wu
of his military command (2nd Pecification erea) and the governorship of
Shantung. One of the more able Government commanders, Wang has been actively
considering the establishment of an autonomous regime in the key province of
Shantung under hie own leadership. VYeng was reported tc have been one of the
chief eupporters of Vice-President 1i Tsungejea. L1, incidently, has been
notably quiet since his election to the Vice=Presidency and apparently ie
coming to the realization that his reforms will he difficult to implement
over the opposition of Chieng Kai-shek so long as the latter 8%11l controls
the Army, the Government finances, and the Party machine.

Nanking's dissatisfaction with Sipo-Soviet relatlons hae found recent nee
expression in the Minlstry of Information's publication, the Daily Irivume.
Commenting on the newly arrived Soviet Ambessador’s statement %hat the Sino-
Soviet Treaty was a menifestation of friendly feeling, the paper stated that
it could not agree with Soviet interpretation of the agreement; that China's
position would be very different today if Menchuria had been handed over in=
tact to the National Government; and that it would have been easy for the
Soviet Government to have honored the spirit of the Treaty by expressing 1t¢s
abhorence of the armed (Communist) revolt ageinst the Government of ite
*friend and ally". The paper added, however, that the Ambessador's arrival
provided the occasion "to clear up a number of misunderstandings and suspicions®.

A pew import resulation, the Central Bank Circuler 131, has created e
consternation among China importers. This circular requires an importer to
1) deposit with the Central Benk, at the time of approval of the import
license, 50% of c.i.f. value of import, in local currency at prevailing officlal
open market rate of exchang, 2) deposit additional margin, as required, when-
ever the official rate is subsequently modified upwerd, and 3) settle final
foreign exchange, at the time of arrival of goods, at the official rate pre-
valling at that date., The announced purpose of this circular is to reduce the
"exorbitant? profite hitherto possible to importers btuying exchange at un=
realistic low official open market rates prevailing at time of issuance of
licenses snd disposing of their goods, upon arrivel, af black narket level
commodity prices. A majority of the import and banking concerus consider the
regulation unvorkeble and believe its enforcement will heve seriocus reper-
cuseions on the economy. The fact that the regulation was adopted seems to
have impressed observers and Chinese with the stringency of the National
Government's foreign exchange position despite US commodity aid.

SE ' .
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Perrorism exyecied as result of formation of new "rensh-spoasored “B¥
povermment, .. campuien of pioparanda und terror, anscivuved by
s Fhi THnhts Tiet “"inh povernuent, is expecied as & sesult of the
formabion of & new Prench--sponsored Provisional Central Government of
Tietnam under (aneral ruyen-van~Yuan, Oeneral Yuan, & French citizen
and since last “etober presicdent of the Frovisionzl fiovernment of
“outh "ietnam, on 20 *ay was ‘unanimously chosen' to head the new
rovernment by delerates from Tonicin, innas, and Coehinchina., The
rayrmation of the Xusn povecnment, which postrones & povernment under
the former hnnamite ermaror, fac Uai, nevertheless hae Pao Daits aporoval,
rurthermore Yuan has announced that he would sim an apreement with
trench Hirh Comnissioner Nollaeri, in Dao Dalts presence, on the dey
following the proclamation of the rovernment on the "first lucky dey of
the June moon." A French Foreipn 0fflce offiecial stated that although
de facto recopnition will not now be granted, the Provisional Governuent
will have the status of an associated state in the French inion, General
Yyan has pointed out that the evolution of Vietnan will wrocead within
the lewal [ramework of the French Consiitution, reaching at some future
date full maturity and dominion status. votwithstanding these eluborate
plans, neither influential Vietnsmese nationalists nor French officials
believe that the new government has ruch chance of survival. The
French, who because of domestic considerations in France are unable at
the present to make any major change in colonial policy whieh wilk
jnvolve the granting of more Liberal concessions to the new provisional
povernment, reslize how cuickly Viet Minh terrorism could jeopardize
the suceess of the Yuan regime and have redoubled their security
rrecausions, ‘

TMNTEOTA )

~ Duteh moves to by-pass the Republic. An elaborate "FPederal Con- npn
feronce to be attended by the heads of autonomcus states and sreas is
to he convenod on 27 Yay at Tandoeng,in Tuteh-held Java, by Lt. Governor
renersl Van Vook. This conference, to which the Pepublic of Irdonesia
has apparently not been invited, represent.s & Nutch move to strengthen
its influence in the existing Provisional Wederal Covernment, . A Repub-
1lican renuest to hold an "All Indonesia National Congress" at ratavia from *fay
21, to 26 as a counterpoise to the Tandoeng conference has been prohivited
by the Netherlands Tndies novernment on the grounds that all politicel
convictions will be ademuately represented at Fandoeng. These moves
are projections of the basie difference between the Duteh and Depublican
positions in regard to the Repubiicts status in an interim government.

he Tuteh objective has been to transfer sovereipnty to a United
“tates of Indoneaia in which the Republic would be in the mirority.
The “epublic,which congiders itself the champion of nationalism for
211 of Indonesia, has insisted uvpon representation comuensurste with its
j~fluence and therefore has demanded a majority position in any federal
rovernment.. The Tandoeng GConference is further evidence that the
nenuklic may be forced to enter an interim government and the nited
Approved For Release 2001/08/26 : CIA-RDP79-01082A000100010019-9
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TITTA (eontinued)

“tates of Tndonesia on Netherlands terms or that it will be by=-passed
entirely, If the Renublic is by-passed the inevitoble unrest wenld
enable the Dutch to arsue before the United [lations Security Couneil
that such disturbances were a eivil conflict in which the Dutsh would
be ocblired to nrotect their interests. The 'S Nelepation of the 1M
nood Nffices Committee takes a serious view of the Mandoeng conference
and in an effort to resolve the imminent deadlock,is prepured to offer
a commronise plan which contemnlates the establishment of a provisiocnal
federal government on the basie of reneral elections throuphont the
area without repard for the nresent state boundarles.

DETT TORTIS

~ettlement of law and order problem less likely in view of Tarus upe
letier. The possibility that the law and order nroblen in the *hilin-
ines will be settled amicably through surrender and the granting of
ammesty is much less likely in view of a letter which Tuis Taruc,
supreme commander of the dissident Hukbzlahar, is rerorted to have sent
to an hgsociated Press correspondent in answer to a series .of quest ions,
Tn this letter Taruc states that he is still a member of the Thilippine
Communist Party, demands the ri-ht for Thaks to besr arms rerardless of
nronerty or educationsl nualifications, and ohjects to various infringc-
ments of Thilinnine sovereipnty by the U'nited States. The Fhilinpine
~overntent's apnarent anewer to Taruc's attitude has been the annointment
of Meneral Nuillermo ©. Francisco (fhief of the Constabulary dering the
Jamanese occunation) as technical assistant on pelice matters and the
armmointment of Teofilo “ison (rvre-war Secretory of the Tnterior and
cecretary of Tustice in the Laurel war-time pupmet Cabinet who was con-
vieted of treason by the Peon’e's Court and later granted amnesty as a
result of a nmroclamation by the late President moxas) zs a technical
adviser to President “uirino in charre of nrovincial and ~unicipal
administration,

AUTSTRALIA

Pessimiam about UK financial position increases, Australian offiedals "C®
are increasingly pessimistic about the U0 financial crisis and continued
dollar shortage. They now see the need for rigid import restrictions
extending into 1950, The problem is not so rmuch one of finding dollar
markets as it is of producing sufficient cuantities of poods Lo zell., It
is eomplicated by the commitment to supply the K with all exnortable sur-
pluses of food and by the fact that certain types of essential agricultural
and industrisl machinery are only available from dollar areas. If official
fears materialize and the Turopean Recovery Progmam requires lustralia to
live within her own dollar income, the whole pattern of her traie will
have to be reoriented away from the "'¥, with far reachins effects on
military and political relations within the Commonwealth and towards third
DOWErs,
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SECTION III. -DIGE;T OF IMPORTANUT STUDI:S AND ESTIVATES

Stratepic Irportance of dJapan

Japan's defeat in World Viar II has created a vacuum ol power in the
Far Last where the extension of Soviet influence and US strategic inter-

' este have been brought into direct conflict. Trom the point of view of

either the US or the USSR, .control of Japan is important to the ccnbrol
of the Far Eastern area, both bacausc of the island's geographical loca-
tion and because Japan, while militarily delenseless at present, possgesses
a lari;e reservoir of trained manpowver, which, if mobilized and provided
lojistie support, sould becoms a potent factor in deternining t'e out-
come of any future armed conflict embracing the Far East,

The US as principal power in ocoupution presontly controls Jupan,
the stability of whose new democratic governnent cannot be dntermined
completely until the withdrawal of US occupation troons. Given a viable
economy, however, present Japansse stability and nro-US orientation
should continue so long as the Occupation renuins,

On the other hand, there are certain possible developments which
would greatly weaken the US position in Japan anl throughout the Far
Tast, and to this extent strengthen that of the USCR. Principal smong

hese uro:

1, Disrption of tho Present Status uo in Hortheast Asiae

Dxtension of Soviet control or dorination over lorth China, lane-

churia, and the whole of Koroa would result in an incalculable loss of

US prestipge throughout the Far Dast. Such a condition nmight greatly
facilitote [Jwrther Soviet extension into Jupan itself, which in turn
would exsedite Commnist exyansion in Asia agalnst dimin’ shing resistencee.

2. Serious Deterioration of Japan's lconoric System.

The key factor in the postwar development of Japan is econoric reha-
bilitation. A8 in the past, Japan, for norrml economic lfunctioning on an
industrial basis, mist have access to the Northeast Asiutie arces - notably
Worth China, lanchuria, and Korca - now unier direct, indirect, or poten=-
tial control of “he USSR. It is belioved that the Kromlin, vithout serious
effect on 1%ts own position in Northeast Asia, could refuase to allow Japan
econoric uccess to these areas if political or strategic considerations so
dictatod. i

The shorteterm loas of llortheast isia trade, though it would make
sconomic recovery of Japan diffieult, would not render it impossible., It
could be corpensated for in part by trade with Southeast isia and the
Philinnine Islands where, however, there would be, in addition to US and
Turonean cormetition, tho possible develonment and expansion of indi-
genous industries.

Over the long torm, exclusion of Jayan from Horbtheast asia trade would
so drastically distort Japan's natural trade pattern that economic sta-
bility could be maintained only if the US were nreparcd to undervrite
substantial trade deficits on a contimuing basis. Should such aid be
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withheld or unavailable, the ensuing economic distress might easily force
Jupan to align itself with the USSR as the only means of returning to
economic normality. :

So long as this Japanese rehabilitation is under US control, it can
be assumed that Japan of itself, with its basic economic weglknesses, can-
not in the foreseeable future beoome a threat to US security. Only as en
ally of the USSR, or as part of a large anti-US coalition oould Japan be-
come once again dangerous. :

So long as a viable economy for Japan can be constructed and maine
tained, the diffioculties facing the USSR in attempting to force Japan's
acquiescence would be comsiderable and could be largely offset through
the adoption by the US of avallable counter-measures.

STRATTGIC IMPORTANCE OF JAPAN

ORE 43-48
24 May 1948
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